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With the rapid development of the global financial system，abnormal variations of 
asset prices easily tend to cause the economic fluctuations or financial stability 
problems in terms of its influences on consumptions and investments, and have 
become one of the inducing and catalytic factors to financial systematic risk. In view 
of this, international financial organizations and central banks have begun to pay close 
attention to the movement of asset prices, and also tried to make responding policies 
appropriately. However, considering the monetary policies of central banks that 
responded to asset prices fluctuation, there are no successful experiences or general 
conclusions so far. To meet this gap, this dissertation analyzes the effects of asset 
prices variation on the financial systematic risk and financial stability from a multiple 
perspectives, aiming to offer a theoretically analytical framework for financial 
stability policies making by central bank. 
To solve this problem, we need firstly understand the macroeconomic information 
that contained in the asset prices. In the theoretical and empirical analysis on how 
asset prices relate to macroeconomics, this research adopts Neo-Classical static 
analysis and nonlinear theory by calibration and regression, and with multiple 
perspectives of principal-agent chains, credit risk chains, and the risk transmission 
chains of market risk, to examine the relationships between asset price fluctuations 
and financial systematic risk, and find that the rapid fluctuations of asset prices may 
cause systematic risk. 
Moreover, this research also qualitatively discusses the risk transmission 
mechanism of asset prices variation, and analyzes how it evolves and accumulates 
into systematic risks. In addition, some views and suggestions are offered on how 
monetary and financial stability policies of central bank respond to the variations of 
asset prices, in which I suggest that central bankers should take simple rules such as 















The theoretical innovation of this research is that we provide a summarization of 
the complicated relationships between asset price changes and financial systematic 
risk, and give a clear description of the transmission mechanism of credit risk and 
market risk initiated by variations of asset prices in both credit expansion and 
contraction periods, and also specify the effects of asset price variation as one of 
external shocks on the financial stability. Based on the analysis on the destructive 
effects of assets price variation, this research theoretically sums up the inner relations 
between asset prices variation and financial systematic risk, which facilitates the 
understanding of the relationships between the real economy and finance system 
functions and its vulnerability, and it also can helps us to find or distinguish, even 
control the financial innovations that may cause financial instabilities, such as the 
booming asset prices and unreasonably high financial leverages.  
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